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PNB Housing Finance (PNBHFL) came out with good set of numbers, ahead of
our estimates. Profit for the quarter grew by 51% YoY to Rs 380 cr, driven by
lower provisions and better than expected margins. NIl for the quarter grew by
13% YoY to Rs 610 cr, led by strong advances growth of 30% YoY. NIM fell by 12
bps QoQ to 3.18% due to decline in yields. Disbursements during Q4FY19
declined by 8% QoQ/2% YoY to Rs 8562 cr. PNB housing finance maintained
excess liquidity of Rs 7000 cr in form of cash and liquid investments as on 31*
Mar 2019. At the same time, PNBHFL did not face any issues in raising fund
from a variety of sources. The company maintained spreads in the range of
2.6% and reported strong loan growth. Asset quality was quite healthy and best
in class, with GNPA of 0.48% (stable QoQ) while NNPA at 0.38%. Due to strong
performance and attractive valuation we maintain our ‘Accumulate’ rating with
arevised target price of Rs 835.

Key Concall takeways:

m  With respect to the corporate portfolio, the company stated it has a weighted
average security cover of 2.2x and cash recoverable of over 1.5x. Despite this, the
company is continuously monitoring the portfolio to identify early warning signal.

®  On the corporate lending front, 70% of the disbursements during FY19 were to
repeat customers which are time-tested and proven ones. Top 10 developers
constitute >60% of the book.

m  PNBHFL has marked 5 developers account as stressed having an exposure of Rs 908
cr, of this, Rs 600 cr accounts are of serious concern which are standard and under
resolution. Of this total exposure, Rs 845 cr is stage 1.

m  The company stated it would remain cautious in lending to the corporate segment
over the next few months.

®  The company’s total exposure to Supertech is Rs. 2.72 bn across two product lines,
namely, construction finance and corporate term loan. Exposure to Lodha is Rs. 12
bn which has never defaulted.

m  Cost of borrowing during Q4FY19 was 8.28%.

m  Total number of employees as of March 2019 was 1,609.

Valuation

We believe PNB housing finance will continue to deliver strong growth while
maintaining asset quality and liquidity in its book. Management’s cautious stance
on corporate book may moderate the disbursement growth in the near term.
PNBHFL’s Tier-1 ratio stood at 11% as of FY19. We have pegged a multiple of
1.4(x) to FY 21E ABV & arrived at a fair value of Rs 835 per share. At CMP of Rs
700 the stock is available at its FY 21E P/ABV of 1.2(x). We have an “Accumulate”
rating on the stock.

Financial Snapshot:

(Rs Cr) FY19 FY20E FY21E
Net interest income 2,064 2,424 3,012
Operating Profit 1,923 2,198 2,666
PAT 1,192 1,347 1,613
EPS (Rs) 71 80 96
P/E (x) 9.8 8.7 7.3
ABV 433 507 596
P/ABV (x) 1.6 1.4 1.2
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Q4FY19 Financial Snapshot:

Reported Quarterly Results (Rs. Cr)

Particulars Q4FY19 | Q4 FY18 | YoY(%) Q3FY19 | QoQ(%)
Income:
Interest Income 1893 1424 32.9 1764 7.3
Fees & Other operating Income 108 72 50.6 109.5 -1.4
Net gain on fair value changes 50 26 93.1 52 -2.7
Income on derecognised (assigned) loans 94 116 -19.2 152 -38.4
Income from operations 2145 1638 31.0 2078 3.2
NIl 610 541 12.7 558 9.3
Expenditure:
Finance cost 1428 1026 39.2 1410 1.2
Employee benefit expenses 91 46 100.2 81 12.6
Fees and commission expenses 8 22 -63.8 13 -39.2
Other expenses 57 76 -25.3 55 4.2
Depreciation expense 9 7 31.4 8 21.1
Provisions and write - offs 10 85 -88.1 70 -85.6
Total Expenditure 1603 1261 27.1 1637 -2.1
Profit before Other Income 542 377 43.8 441 23.0
Other Income 3 0 1
Profit Before Tax 545 377 44.4 441 23.6
Tax Expenses 165 126 31.5 139 19.3
Net Profit After Tax 380 252 50.9 303 25.3
EPS(basic) 23 15 18
Disbursements (During the quarter) 8562 8739 -2.0 9345 -8.4
(%)
GNPA 0.48 0.33 0.47
NNPA 0.38 0.25 0.37
NIM 3.18 3.00 3.06
Total CRAR (%) 13.98 16.69 14.49

Tier 1 (%) 11.00 12.77 11.37

Tier 2 (%) 2.98 3.92 3.12
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Income Statement Balance Sheet

Year to 31st March (Rs.Cr) As on 31st March (Rs. cr)

Interest Income 7,230 9,399 12,219 LIABILITIES

Interest Expenses 5,166 6,975 9,207 Capital 167 167 167

NII 2,064 2,424 3,012 Reserves & Surplus 7,376 8,723 10,337

Non-Interest Income 453 544 653 Netwoth 7,544 8,891 10,504
Borrowings(Long term + Short term) 71,859 84,793 99,209

Operating Income 2,517 2,968 3,665 Other liabilities & provisions 4,467 4,963 5,565

Operating Expenses 594 770 999 Total Liabilities 83,870 98,648 115,278

Gross Profits 1,923 2,198 2,666 ASSETS

Provisions 189 217 293 Investments 4,561 4,789 5,028

Profit Before Provision and Tax 1,734 1,981 2,372 Cash 4,034 4,437 4,881

Tax 543 634 759 Advances 74,288 88,403 104,315

Tax Rate (%) 31 32 32 Fixed assets 108 114 119

Profit After Taxes 1,192 1,347 1,613 Other assets 879 905 934

Profit Growth (%) 42% 13% 20% Total Assets 83,870 98,648 115,278
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or solicitation
for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the basis of publicly
available information, internally developed data and other sources believed to be reliable. Whilst meticulous care has been taken to
ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any employee of our
company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This document is prepared for
assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user assumes the
entire risk of any use made of this information. Arihant may trade in investments, which are the subject of this document or in related
investments and may have acted upon or used the information contained in this document or the research or the analysis on which it is
based, before its publication. This is just a suggestion and Arihant will not be responsible for any profit or loss arising out of the decision
taken by the reader of this document. Affiliates of Arihant may have issued other reports that are inconsistent with and reach different
conclusion from the information presented in this report. No matter contained in this document may be reproduced or copied without
the consent of the firm.
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